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USSR WORLD TRADE 


CEMA TRADE IN 1OTH FIVE-YEAR PLAN SUMMARIZED 
Moscow KRASNAYA ZVEZDA in Russian 22 May 81 p 2 


[Article by Professor B. Vaganov, rector of the All-Union Foreign Trade Academy: "On 
A Mutually Advantageous Basis"] 


[Text] In setting party and state domestic and foreign policy for the llth Five-Year 
Plan and the more distant perspective, the 26th CPSU Congress paid a great deal of 
attention to mutually advantageous economj.c cooperation with foreign countries. The 
importance of these questions is obvious. Based on use of the advantages of the in- 
ternational division of labor, foreign economic ties do much to facilitate success- 
ful resolution of the myriad economic tasks facing our country, to strengthen the 
might and unity of the entire socialist community, to implement progressive socio- 
economic transformations in the developing countries. Their importance to overall 
revivification of the international situation, strengthening detente and establish- 
ing the principles of peaceful co-existence of states with different social systems 
is also great. 


The foreign economic ties of the Soviet Union, which reflect its successes in all 
fields of economic development, are already impressive in scope. Our foreign trade 
turnover, for instance, reached 94.1 billion rubles in actual world prices in 1980 
(49.6 billion in exports and 44.5 billion in imports), as against 50.7 billion ru- 
bles in 1975 (24.0 billion in exports and 26.7 billion in imports). This past year, 
we had trade relations with 139 countries of the world (24 more than in 1975), and 
relations with 115 of them were based on bilateral contracts and agreements. Other 
forms of foreign economic ties have also received significant development in the 
Soviet Union. 


The ever-deepening involvement of our national economy in the international division 
of labor and the steady expansion of foreign trade, economic and scientific-techni- 
cal cooperation with foreign countries will be continued. This was precisely the 
directive of the 26th CPSU Congress for the llth Five-Year Plan and the 1980's as a 
whole. In this regard, the congress not only determined prospects for much import- 
ant work, but also outlined its concrete frontiers and the ways and methods of re- 
solving the tasks set. 


As before, cooperation with socialist countries, and foremost with CEMA member- 
nations, remains the center of attention for the Soviet state. It is known that the 
fraternal countries will emerge in the 1980's, relying on a significantly increased 
production, scientific and technical potential. "Recent years," Comrade L. I. 








Brezhnev has noted, “have not been the most favorable for the national economies of 

a number of socialist states. Still, it is a fact that the rates of economic growth 
of CEMA members over the past decade have been two-fold higher than in developed ca- 
pitalist countries. CFMA members remained the most dynamically developing group of 

countries in the wor!z." And one basic factor in these successes has been the eco- 

nomic ties of the fraternal countries, which have grown year by year, and deepening 

socialist economic integration. 


Relying on what has been achieved, the Soviet Union and other CEMA member-nations 
have charted a « urse towards moving ahead even further along the time-tested in- 
tegration path, of making the next two five-year plans a period of intensive pro- 
duction and scientific-technical cooperation. Even before the start of the current 
five-year plan, work had basically been completed on coordinating the national eco- 
nomic plans of the fraternal countries for 1981-1985. We have begun working out and 
implementing long-term target programs of cooperation among CEMA member-nations and 
bilateral long-term programs for developing production specialization and coopera- 
tion. Now, as was noted at the 26th CPSU Congress, life is setting the socialist 
countries the task of supplementing plan coordination with coordinating economic po- 
licy as a whole. 


The fraternal countries are combining their efforts and resources to develop practi- 
cally all branches of the economy, science and engineering. And our cooperation is 
aimed first of all at jointly meeting the growing demand for energy, fuel and basic 
types of raw material, achieving continued progress *> developing machine building 
and transport, and meeting more fully the demands of the population for food and 
manufactured consumer goods. Long-term target cooperation programs for the period 
up to 1990 and the more than 120 multilateral agreements now concretized are subor- 
dinated to solving just such very important problems. 


This includes, for example, the agreement on creating equipment for nuclear power 
plants under construction. It anticipates that several dozen industrial associations 
and enterprises of eight countries, including the “Atommash" plant in the Soviet Un- 
ion, will be specialized to produce the indicated equipment. Their output will en- 
able us to equip nuclear power plants with a total capacity of about 37 million kilo- 
watts which are planned for construction in the European CEMA countries and in Cuba, 
which will be a substantial contribution to the fuel-energy balances of these coun- 
tries. 


Direct ties between branch ministries, production associations, enterprises and or- 
ganizations are beginning to play an increasing role in the economic cooperation of 
CEMA countries. Even now, nearly 1,300 Soviet production collectives maintain per- 
manent ties with approximately 1,500 enterprises of other socialist countries. In 
the new five-year plan, the task has been set of improving this form of interaction, 
of increasing the responsibility of the collectives participating in this cooperation 
for meeting their obligations in the area of foreign economic relations. 


CEMA countries attach great importance to joint construction of various national eco- 
nomic projects. Thus, the Khmel'’nitskiy Nuclear Power Plant, ore-enrichment combines, 
ferro-alloy plants and other large enterprises will be built in the USSR in the ilth 
Five-Year Plan on an integration basis. In turn, the Soviet Union will participate 

in building a number of important production projects in the [fraternal countries. 
Incidentally, about 490 of the 640 such projects put up abroad with the economic and 
technical assistance of the Soviet Union in the last five-year period were in social- 
ist countries, including 434 in CEMA member-nations. 
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As concerns foreign trade, its development is also proceeding in the channel of 
deepeni ig socialist economic integration. Over the last five years, the Soviet Un- 
ion has delivered goods worth 98 billion rubles to CEMA countries, receiving output 
worth 90 billion rubles from them. In the llth Five-Year Plan, the volume of re- 
ciprocal deliveries will grow. The Soviet Union will supply the socialist market 
with petroleum and petroleum products, natural gas, iron ore, lumber, cotton and 
different industrial output. We will -eceive many types of machinery and equipment, 
means of transport, and individual types of raw material and consumer goods from th 
fraternal countries. 


Our cooperation with developing countries is built on a fair, equal basis. This 
past year, USSR trading partners included 97 such countries. Commodity circulation 
with them, which has nearly doubled this past five years, has reached 12 billion 
rubles ‘6.9 billion in exports and 5.1 billion in imports). Machinery and equip- 
ment for developing various branches of industry, transport and agriculture were the 
main items of Soviet export, and the main items of import were foodstuffs and raw 
material for their production, mineral raw material, fuel and metals. 


The Soviet Union has been of great assistance to the developing countries in train- 
ing national cadres, in building industrial and agricultural facilities. This past 
five-year period alone, capacities to produce 4.4 million tons of pig iron, 5.4 mil- 
lion tons of steel, 2.4 million tons of rolled metal, extract 26 million tons of pe- 
troleum, build 1,443 km of oil pipeline and increase electric power plan capacities 
by three million kilowatts were put up in these countries with its assistance. 


The 26th CPSU Congress set the task of further developing mutually advantageous ex- 
changes of goods, comprehensive economic, scientific, technical and other ties be- 

tween the Soviet Union and the developing countries, rendering these countries eco- 
nomic and technical assistance in building industrial enterprises, power, agricul- 

tural and other facilities which will help strergthen their economic and political 

independence and to do so on a long-term, equal-rights basis. 


The Soviet Union has always been and continues to be for the development of mutually 
advantageous trade and economic relations with the capitalist countries. In spite 

of the intrigues of reactionary imperialist forces attempting to subvert detente and 
to use trade as a means of political pressure on our country, these relations de- 
veloped on the whole successfully in the 10th Five-Year Plan. Attempts by the USA 
and certain other Western countries following its lead to “punish” the USSR by cur- 
tailing trade and economic ties have come to naught. Soviet export and import plans 
were more than met. 


Trade volume with the industrially developed capitalist countries doubled during the 
five years, reaching 31.5 billion rubles in 1980 (15.8 billion in exports and 15.7 
billion in imports), which was one-third of all USSR foreign trade turnover. The 
concluding of upwards of 40 sasically long-term agreements and programs on develop- 
ing trade-economic and scientific-technical cooperation included a 25-year agreement 
with the FRG and ones to 1990 with Finland and France. 


Cooperation with companies in France, Austria, Italy, the FRG and several other coun- 
tries to build industrial enterprises in the USSR on the basis of compensatory deals 
developed considerably. Such deals are mutually advantageous. They enable us to 

accelerate the development of a number of branches of industry and to strengthen the 








country’s export base. And our Western partners receive deficit material they need 
through the equipment and materials delivered. 


Of course, the USSR does not obligate anyone to be its partner. But we are fully 
resolved to effect stable, mutually advantageous trade-economic and scientific- 
technical ties with those Western countries interested in cooperation with us, as 

was stressed at the 26th CPSU Congress. The Soviet Union will continue to implement 
existing agreements and conclude new ones on carrying out large-scale projects in the 
fuel, metallurgical and chemical industries and other branches of the national eco- 
nomy, to seek out other ways of developing cooperation with these countries. 


The Soviet state's active participation in solving international problems in the 
areas cf raw materials, fuel, energy, food, environmental protection, peaceful use 
of space, use of the resources of the World Ocean and improving international econo- 
mic relations on a fair, equal basis, is an important aspect of Soviet foreign eco- 
nomic policy, as was also stated at the Congress. 


The Soviet Union's policy of developing international economic cooperation is a de- 
finite, principled policy stated in our Party Program. "This policy," Comrade L. I. 
Brezhnev has said, “will continue to be carried out consistently and tirelessly in 
the interests of the Seviet people and our partners, in the name of strengthening 
peace throughout the world.” The resolutions of the 26th CPSU Congress are clear 
testimony to this. 
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USSR-CEMA TRADE 


INTERNATIONAL INVESTMENT BANK, CEMA COOPERATION 
Moscow DEN'GI I KREDIT in Russian No 6, Jun 81 pp 16-24 


[Article by A. N. Belichenko, chairman of the board of the International Invest- 
ment Bank] 


[Text] The address of Comrade L. I. Brezhnev, general secretary of the CPSU 
Central Committee, delivered at the 26th CPSU Congress and the speeches of the 
leaders of the communist and worker parties and delegates to the congress empha- 
sized that the world socialist system is developing confidently, and economic 
integration and cooperation are becoming stronger and stronger every year. 


As we know, since the 25th CPSU Congress the Central Committee and its politbu- 
reau have devoted unstinting attention to strengthening friendship and coopera- 
tion with the socialist countries and to a further deepening of socialist eco- 
nomic integration on the basis of long-range cooperative target programs, whose 
performance should guarantee solution of vitally important economic problems of 
CEMA member countries. 


Now the CPSU and other fraternal parties will set their course toward transfornm- 
ing the two upcoming 5-year periods into a period of intensive industrial and 
scientific-technical cooperation of the socialist countries. The task is to 
supplement the coordination of plans by synchronizing economic policy as a 
whole. Questions like bringing the structures of economic .2chanisms closer to- 
gether, further development of direct relations between ministries, associations 
and enterprises participating in cooperation, and the creation o” joint firms 
are being put on the agenda. Other forms for pooling efforts and resources are 
also possible. 


The Basic Directions for the Economic and Social Development of the USSR Over 
the Period of 1981-1985 and up to the Year 1990, which were approved by the 26th 
CPSU Congress, have set the task of continued consistency in carrying out the 
joint long-range target programs of the CEMA member countries aime -: solving 
the most important problems in development of energy, the fuel and .aw materials 
industries, machinebuilding and agriculture, transportation, and consumer goods 
production, as well as long-range bilateral programs for industrial specializa- 
tion and cooperation. 





"One can no longer imagine,” L. I. Brezhnev pointed out in the Accountability Report of 
the CPSU Central Committee to the 26th party congress, “the confident develop- 

ment of any particular socialist country and its successful solution of such 

problems as the supply of energy resources and raw materials and application of 

the most recent advances of science and technology without relations with the 

other fraternal countries." 





The activity of the International Investment Bank [MIB], which is an interna- 
tional credit institution in the field of financing capital investments, ad- 
vances the goals of developing and deepening socialist economic integration. 
Having been created by the CEMA member countries, this year it enters the second 
decade of its activity, which began on 1 January 1971. 


The expansion of foreign economic relations, the level of socialist economic in- 
tegration that had been achieved by that time, and the joint investment activity “ 
of the fraternal socialist countries on a multilateral basis made it advisable 

to create the International Investment Bank. Agreement to organize it was 

reached in April 1969 at the 23d (Special) Session of CEMA, in which leaders of 

the communist and worker parties and heads of government of the CEMA member 

countries took part. Ir accordance with the decision of the session the CEMA 

Standing Commission for Foreign Exchange and Finance took the practical steps to 

prepare the Agreement on Formation of the International Investment Bank and Its 

Charter. 


The Agreement on Formation of the International Investment Bank and Its Charter 
were approved at the 24th CEMA Session in May 1970 and signed on 10 July 1970 by 
representatives of the founding countries: Bulgaria, Hungary, GDR, Mongolia, 
Poland, USSR and Czechoslovakia. The Socialist Republic of Romania, the Repub- 
lic of Cuba and the Socialist Republic of Vietnam became member countries of the 
MIB in subsequent years. Thus at the present time all CEMA countries are menm- 
bers of the International Investment Bank. In addition, in April 1974 an agree- 
ment was signed between the International Investment Bank and the Government of 
Yugoslevia concerning basic principles of cooperation. 


The 25th CEMA Session (July 1971) adopted the Comprehensive Program for Further 
Extension and Improvement of Cooperation and for Development of Socialist Eco- 
nomic Integration of CEMA Member Countries, which defined the main directions of 
cooperation in the domain of industry, agriculture, transportation, construction 
and other economic sectors, science and technology, expansion of visible trade 
among these countries, and improvement of commodity-money, monetary and finan- 
cial and credit relations. 


The Comprehensive Program ... has devoted much attention to capital invest- 
ments--to the construction of new enterprises and reconstruction and expansion 
of existing ones, to modernization of equipment and to the application of ad- 
vanced technology. Toward that end the task was set of improving the pattern of 
capital investments and raising considerably their economic efficiency. The In- 
ternational Investment Bank is called upon to promote performance of that task. 





The bank's creation marked a qualitatively new stage on the road toward further 
extension and improvement of cooperation among the CEMA member countries in the 
field of financial relations and development of international socialist credit. 


In accordance with the Agreement on Formation of the International Investment 
Bank and Its Charter the bank's principal purpose is to extend long-term and 
medium-term credits, first of all to carry out measures related to the interna- 
tional socialist division of labor, to industrial specialization and coopera- 
tion, to outlays to expand the raw materials and fuel base on behalf of joint 
interests, to construction of projects in other sectors of the economy in which 
the member countries of the bank have a mutual interest related to their eco- 
nomic develepment, and also to build projects to develop the naticnal economies 
of the countries and for other purposes to be established by the bank's council 
and in conformity with the tasks of the bank. 


Formation of the MIB signified practical achievement of the possibility of con- 

centrating the resources of the CEMA member cuuntries for purposes of their co- 

ordinated and most effective use and development of a system of credit financing 
of major capital investment programs on that basis. 


In a comparatively short period of time (197° -1980) the MIB has undertaken the 
credit financing of 73 projects with an estimated cost of more than 9 billion 
transfer rubles. The total amount of credit in transfer rubles related to these 
projects is about 3.3 billion transfer rubles, including a certain portion in 
freely convertible currency. The bank's credits are being used by all CEMA mem- 
ber countries; credits have also been extended to Interatominstrument, an inter- 
national economic organization of these countries, and to Yugoslavia. The cred- 
its which the bank issued in the 1971-1980 period are 4istributed as follows 
among the economic sectors of the member countries of the MIB: the fuel and 
power industry 72.8 percent, machinebuilding and metal manufacturing 14.8 per- 
cent, metallurgy 5.8 percent, the chemical industry 2.9 percent, light industry, 
the food industry and other sectors (including transportation and communica- 
tions) 3.7 percent, i.e., the bulk of the credit is being used to develop sec- 
tors and industries which determine scientific-technical progress. 


Comrade L. I. Brezhnev has named the Soyuz Gas Pipeline, which is nearly 3,000 km 
long, one of the most important projects in the joint effort of the CEMA member 
countries, which one can speak of with justif‘ed pride. The bank has done a 
great deal of work to provide financing for this very important integration 
project and to attract the resources necessary, including resources from inter- 
national foreign exchange markets. 


Credits of the MIB in transfer rubles are being used to pay for imports of ma- 
chines and equipment manufactured ty CEMA member countries and being delivered 
for projects being financed with credit from the bank as well as for deliveries 
of domestic equipment for those projects. In building the Soyuz Gas Pipeline 
the countries participating in construction have been using credit in transfer 
rubles to pay for building materials obtained in the USSR, to purchase Soviet 
currency to pay wages of engineering and technical personnel and the workers of 
their own construction organizations, as well as for other purposes. 





The credits of the bank are being assigned first of all to projects that corre- 
spond to the collective interests of the member countries of the MIB, the goals 
of the international socialist division of labor, industrial specialization and 
cooperation, and other purposes envisaged by the Comprehensive Program, by the 

Agreement on Formation of the Bank and by its Charter. 


The projects credit-financed by the bank correspond to a higher scientific-tech- 
nical level and guarantee effective use of the resources allocated for construc- 
tion. Of the 73 projects accepted for credit financing, 47 have already been 
put into operation. 


High technical and economic indicators are characteristic of a majority of the 
projects which have been put into operation. More than half of all the output 
is being exported to the bank's member countries, which is conducive to expan- 
sion of visible trade among them and to reduction of imports of commodities from 
the capitalist countries. In the 1972-1980 period exports to the CEMA countries 
of various products from enterprises built in part with MIB credit amounted to 
8.1 billion transfer rubles. 


More than 24 billion cubic meters of natural gas, more than 100,000 heavy trucks 
with high roadability and buses for swnicipal, intercity and international traf- 
fic, 28,000 railroad passenger and freight cars, high-output presses and press 
equipment worth about 300 million transfer rubles, various types of agricultural 
and processing machines wortn 1.2 billion transfer rubles, about 220 million 
transfer rubles worth of fabrics, as well as a number of other goods have been 
delivered to interested member countries of the bank. 


These figures confirm that the international socialist banking system for ex- 
tending medium-term and long-term credit financing and its center--the Interna- 
tional Investment Bank--have »een developing successfully and meet the present 
conditions for plartned econom -. cooperation among the CEMA member countries, 
which was noted at the 97th Meeting of the CEMA Executive Committee (October 
1980). The principal currency of this system is the collective socialist cur- 
rency--the transfer ruble. 


The bank's member countries, in accordance with the Comprehensive Program 

have turnished the organizational requisites in the sphere of foreign exchange 
and finance which are necessary to performance of the tasks confronting the 
bank and have allocated the necessary money funds to it. The bank's authorized 
(ustavnyy) capital is 1,071.3 million transfer rubles. 


The bank's authorized capital serves as the source of its own credit resources 
and as a guarantee for repayment of funds attracted elsewhere, which consider- 
ably expands the bank’s capabilities. Since the major portion of equipment and 
materials needed to build the projects being credit financed is to come from the 
CEMA member countries, 70 percent of the authorized capital is built up in 
transfer rubles, and the remaining 30 percent in freely convertible currency. 


At the very outset of the bank's operation the council approved Basic Principles 
of Extending, Using and Repaying Credit, in conformity with which the bank's 








board worked out the form of the credit application and the standard form of the 
credit agreement and set forth the procedure for examination of credit applica- 
tions, for expert technical and economic evaluation and supervision, and for 
preparing draft versions of credit agreements. 


In the examination of credit applications the bank pays particular attention to 
observance of the following basic conditions for extension of credit: the meas- 
ures to be financed with credit must be in the interest of all or several of the 
member countries of the MIB; the projects to be credit financed must guarantee 

the optimum volume of production, the optimum payoff periods for the given sec- 
tor, high economic efficiency and a product that meets the best world standards. 


Experience during the bank's 10 years of operation has demonstrated that the MIB 
has been providing a great deal of help to the countries in solving complicated 
problems of furnishing foreign exchange to finance joint integration measures, 
linking its current and multiannual effort in the credit financing of projects 
to the planned activity of the bank's member countries. 


At the same time certain problems related primarily to the foreign trade aspect 
of cooperation among the countries to back up construction of the projects which 
the MIB is credit financing do exist in development of the bank's credit opera- 
tions. 


The activity of the International Investment Bank is aimed at promoting develop- 
ment of the productive forces of the bank's member countries, at achieving the 
highest technical level, at raising the economic efficiency of social produc- 
tion, and at strengthening the role of international socialist credit. 


The Coordinated Plan of Multilateral Integration Measures of the CEMA Member 
Countries in the 1976-1981 Period was approved at the 29th CEMA Session (July 
1975); it dealt with the most important multilateral integration measures plan- 
ned by the countries in building projects and creating additional production ca- 
pacities through the joint efforts of interested countries. 


As we have already noted, the most important multilateral measure of socialist 
economic integration envisaged by the Coordinated Plan ... was development of 
the Orenburg Gas Condensate Deposit and construction of the Soyuz Gas Pipeline, 
which has proceeded under te General Agreement concluded among the governments 
of Bulgaria, Hungary, GDR, Poland, Romania, USSR and Czechoslovakia. 


The decision to extend credit to develop the Orenburg Gas Condensate Deposit and 
to build the main gas pipeline from Orenburg to the USSR's western border was 
adopted at the 12th Meeting of the Council of the International Investuwent Bank 
(October 1974). The MIB and the authorized banks of Bulgaria, Hungary, CDR, Po- 
land, Romania and Czechoslovakia concluded multilateral credit agreements under 
which these countries were granted credits totaling 2.4 billion transfer rubles, 
including a certain portion which was extended in freely convertible currency. 
The large-scale tasks involved in the credit financing of the Orenburg complex 
have had decisive importance in development of the bank's credit activity in 
this last 5-year period. 

















Jointly with the national and authorized banks of the participating, countries 
the MIB drafted the Basic Principles on extending the credits of the bank so as 
to take into account the need to honor the principle of equal costs and equal 
terms for credit financing for al) the borrowers and punctuality in the use of 
credit to pay for deliveries of equipment, pipe and materials for construction 
of this project. 


The 98th Meeting of the CEMA Executive Committee, which was held in January 
1981, examined the report of the Intergovernmental Commission on implementing 
the General Agreement on Cooperation in Developing the Orenburg Gas Condensate 
Deposit and Building the Main Gas Pipeline From Orenburg to the Western Border 
of the USSR. It noted that the Soyuz Gas Pipeline, the largest in Europe, had 
been successfully built by the joint efforts of Bulgaria, Hungary, the GDR, Po- 
land, Romania, the USSR and Czechoslovakia. The Soyuz Gas Pipeline had been 
brougtit up to rated capacity ahead of schedule by the end of 1979. Deliveries 
of natural gas to the countries that participated in construction have been made 
since January 1979 in the amounts envisaged by the General Agreement. 


The new forms of cooperation in joint construction with the energies and re- 
sources of the interested CEMA member countries of this most important complex 
of projects to meet the needs of these countries for fuel, energy and raw mate- 
rials were used for the first time on this unique integration construction pro- 
ject. It was deemed feasible to use in the future the experience gained in 
building new integration projects by interested countries. The International 
Investment Bank intends to use the credit financing and settlement experience on 
the Soyuz Gas Pipeline in its practical activity in the future. 


Among the other projects for whose reconstruction and construction the bank has 
extended credits we might note the following: 


i. work is being done in the People's Republic of Bulgaria to build the Sofia-- 
Varna, Varna--Burgas and Burgas--Sofia highways with a total length of about 

830 km so as to take into account present-day requirements of fast, comfortable 
and safe traffic. Building first-class highways has great importance to the 
economic development of the CEMA member countries. It has been envisaged in the 
long-range target program for cooperation in development of transportation con- 
nections of the CEMA member countries; 


ii. additional reconstruction and expansion of the production capacities of the 
Ikarus Bus Plant are under way in the People's Republic of Hungary. The Ikarus 
plant has been assigned the leading role in the CEMA framework in developing and 
manufacturing new types of modern buses for which there is a growing demand from 
the CEMA member countries and on the world market; 


iii. in the GDR the production capacities of the combine Umformtechnik in Er- 
furt and reconstruction and expansion of the combine Fortschritt--Landmaschinen 
in Neustadt are under way. The products of the Umformtechnik Combine (high-out- 
put presses, forging and pressing equipment and production lines for shaping 
metals and plastics) are being used at the extremely large KamAZ and ZIL motor 
vehicle plants in the Soviet Union, at Skoda and Tatra in Czechoslovakia, and at 
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enterprises manufacturing Ikarus buses in Hungary, Fiats in Poland, and Dachias 
in Romania. The Fortschritt-Landmaschinen Combine is specializing in the pro- 
duction of high-quality agricultural machines (grain-harvesting and fodder- 
harvesting combines, general-purpose lift trucks, cieaning machines, etc.), 
which are in high demand in the CEMA member countries; 


iv. in the Republic of Cuba construction of three sugar mills has begun. Their 
construction is an integral part of the comprehensive development of sugar pro- 
duction in Cuba envisaged by the long-range target program for cooperation of 
the CEMA member countries in the sector of agriculture and the food industry; 


v. a wool-washing factory in Ulan-Bator, built with the help of the bank's 
credit, has been put into operation in the Mongolian People's Republic. First- 
class and up-to-date manufacturing equipment has been installed at the enter- 
prise. More than 60 percent of the total volume of the product produced is be- 
ing exported every year to the CEMA member countries; 


vi. the Polmo Automated Equipment Plant has been built in Praske in the Polish 
People's Republic. Credits from the MIB were used to purchase high-output 
equipment and to introduce up-to-date technology in the production of instru- 
ments and brake controls. This made it possible to substantially increase de- 
liveries of brake equipment to the socialist countries, including equipment used 
in production of heavy KamAZ trucks; 


vii. railroad freight car plants at Arad and Caracal in the Socialist Republic 
of Romania have undergone expansion and reconstruction. A special-design 12- 
axle car with a maximum carrying capacity of 270 tons has been put into produc- 
tion at the plant in Arad. This car has special equipment to ensure reliability 
in movement, maneuverability and reduced loading and unloading times; 


viii. in the Soviet Union the production capacities of the Special Technologi- 
cal Equipment Plant imeni 60-Letiye Velikoy Oktyabr'skoy Sotsialisticheskoy 
Revolyutsii in Novovolynsk are undergoing expansion; this plant produces high- 
output combinations of machine tools and automatic production lines for the man- 
ufacture of motors for electrical equipment and low-voltage apparatus; 


ix. the production capacities of the Tatra Truck Plant are undergoing moderni- 
zation and enlargement in the Czechoslovak Socialist Republic. Once they are 
completed, the plant's output will reach 15,000 trucks per year. Approximately 
half of them are destined for export to the bank's member countries, mainly to 
the Soviet Union. The Tatra plant has been awarded the honorific title "Enter- 
prise of Czechoslovak-Soviet Friendship" because of the excellent quality of the 
product it produces. 


Under the agreement between the MIB and the Yugoslav Government the bank is 
maintaining business contacts with Yugoslav financial and banking organizations 
and business organizations to designate possible projects for credit financing 
in the mutual interests of the bank's member countries and Yugoslavia. As a re- 
sult of these contacts the bank's council has decided to extend credit for mod- 
ernization and expansion of the output of the Tang Tool Plant, which manufac- 
tures hand tools for automobiles. 
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The MIB's cooperation with authorized banks, with borrowers, with planning agen- 
cies and with foreign exchange and financial entities of the member countries 
has become lively and fruitful, and this is contributing to prompt solution of 
many important problems in development of the MIB's activity. 


Jointly with the national and investment banks of the MIB's member countries the 
bank's board is paying much attention to exercising supervision over the effec- 
tive use of the credit granted for the specified purposes. To that end reports 
coming in from borrowers are regularly analyzed, which makes it possible for the 
bank to take prompt steps together with borrowers to speed up the progress in 
construction of projects and also to achieve technical-and-economic indicators 
aud meet other conditions envisaged in the credit agreements. 


The bank's point of departure in its work with projects it is credit financing 
is that one of the principal indicators of the importance of the projects to in- 
tegration is provision for exporting the products they produce to the member 
countries of the MIB for purposes of expansion of their mutual visible trade and 
the fullest satisfaction of the requirements of the economies of the countries 
for the goods they need. The bank is accordingly taking steps aimed at fulfill- 
ment of obligations for deliveries of finished products by the interested coun- 
tries in the amounts envisaged by the credit agreements. 


The Comprehensive Program for Further Extension and Improvement of Cooperation 
and for Development of Socialist Economic Integration of CEMA Member Countries 
provides that the activity of the International Investment Bank shall be organi- 
cally linked to the interrelated set of measures aimed at further development of 
socialist economic cooperation and at gradual narrowing and equalization of the 
levels of economic development of the CEMA member countries. 


To that end the MIB, on tne basis of the Protocol on the Character and Forms of 
Cooperation Between the International Investment Bank and the Council for Mutual 
Economic Assistance, maintains business contacts and cooperation with the ap- 
propriate organs of CEMA on matters that have a bearing on the practical activ- 
ity of the bank, above all on matters pertaining to capital investments in the 
member countries related to the international socialist division of labor and to 
industrial specialization and cooperation. 


The bank is taking part in coordinating the national economic plans of CEMA mem- 
ber countries in the field of capital investments and is also determining the 
mutual interest of the bank's member countries, taking into account the data 
possessed by CEMA organs, in building projects and in obtaining products from 
those projects. 


The International Investment Bank is taking an active part in the work of the 
CEMA Committee for Cooperation in the Field of Planning, the standing CEMA conm- 
missions for specific sectors and industries, and the divisions of the CEMA Sec- 
retariat on matters pertaining to the bank's activity, which is conducive to 
better organization of the effort to select projects for the bank's credit fi- 
nancing and to working out prospects for development of its credit activity. 








Business contacts with the International Bank for Economic Cooperation were es- 
tablished in the first days of the bank's activity. In accordance with an 
agreement which has been concluded the banks cooperate on foreign exchange and 
financial matters in which they have a mutual interest, they examine proposals 
on commitment of funds and on extending credit when needed, they cooperate in 
performing settlement, deposit and other banking operations in transfer rubles 
and convertible currencies, and they exchange information on aspects of the fu- 
ture development of international foreign exchange markets, the activity of in- 
ternational financial organizations and other matters. 


The bank has established contacts on the basis of equality with international 
foreign exchange and financial organizations and major banks of the advanced 
capitalist countries and also the developing countries in iight of the character 
of the activity of those international organizations and banks. Business con- 
tacts and correspcndent relations of the MIB with the banks of the advanced cap- 
italist and other countries have expanded as the volume of operations has in- 
creased. At the present time the International Investment Bank is maintaining 
correspondent relations and conducting mutually beneficial cooperation with more 
than 300 banks in the world. 


The economic and information effort in the bank is aimed at treatment of matters 
related to further development of its activity. The board approved biennial 
plans of economic research in order to concretize the tasks in the work of eco- 
nomics; these plans make provision for the study of economic, foreign exchange 
and financial, legal and other matters. 


Much attention is paid in the conduct of economic research to the treatment of 
problems related to furnishing the goods related to the credits extended in 
transfer rubles. 


Study of the methods of determining the economic efficiency of capital invest- 
ments in the member countries and of the problems of planning and financing cap- 
ital investments occupies an important place in the bank's work in the field of 
economics. 


Cooperation is developing successfully with the International Institute for the 
Economic Problems of the World Socialist System concerning the problems of in- 
dustrial specialization and cooperation and scientific-technical cooperation of 
the CEMA member countries insofar as they pertain to capital investments. 


Businesslike relations are developing with the International Scientific Research 
Institute for Management Problems and with international business and economic 
organization on matters of mutual interest. Agreements have been signed on co- 
operation between the bank and the irternational economic organizations Inter- 
tekstil'mash and Interelektro. The bank's representatives have taken part in 
the proceedings of meetings of the councils of a number of international eco- 
nomic organizations. The bank is studying the possibilities of further develop- 
ment of cooperation with other scientific research organizations of the CEMA 
member countries. 
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The decisions of the congresses and plenums of the central committees of the 
fraternal parties have definite importance to the further development of the 
bank's activity. The address of Comrade L. I. Brezhnev, general secretary of 
the CPSU Central Committee, entitled "Report of the CPSU Central Committee to 
the 26th Congress of the Communist Party of the Soviet Union and Upcoming Tasks 
of the Party in the Domain of Domestic and Foreign Policy," summarized the ex- 
perience of communist construction in the USSR and incorporated the experience 
of the other socialist countries. Development of the world socialist system and 
cooperation among the socialist countries were viewed in the address as a most 
important factor in the USSR's international and economic policy. The CPSU at- 
tributes particular importance to development of comprehensive and profcund re- 
lations with the fraternal countries and to further development and extension of 
the process of socialist economic integration, which has become an ins*parable 
feature of the life of the countries of the socialist commonwealth and a potent 
and stable factor for comprehensive progress of the CEMA countries. Provision 
is accordingly being made for comprehensive development of mutually beneficial 
trade, economic and scientific-technical relations with the socialist countries 
and for the Soviet Union's active participa*ion in the economic integration of 
the CEMA member countries. 


The long-range target programs in the fields of energy and fuel and raw materi- 
als, machinebuilding, agriculture, transportation and consumer goods production, 
which concretize and elaborate the Comprehensive Program for Socialist Economic 
Integration and which were drafted in accordance with the decisions of party 
congresses and were approved by CEMA sessions in 1978 and 1979, have defined the 
coordinated strategy in coordination of the CEMA member countries in the most 
important spheres of material production. 


As noted at the 26th CPSU Congress, these programs are now being implemented in 
specific deeds. In practically all economic sectors and in science and technol- 
ogy the fruits of industrial specialization are notable. About 120 multilateral 
and more than 1,000 bilateral agreements have already been concluded on this ba- 
sis. Coordination of the national economic plans of the CEMA member countries 
for .he 1981-1985 period has by and large been completed. 


Performance of these tasks will be promoted by the plan which has been drafted 
for coordinated multilateral integration measures of the CEMA member countries 
in the period 1981-1985, which will determine development of such key sectors as 
expansion of the raw materials and fuels base, production of electric power (in- 
cluding power from nuclear plants), electronics, ferrous metallurgy, petroleum 
refining, the chemical industry, machinebuilding and transportation. 


The growing and qualitatively new tasks in socialist economic integration define 
the prospects and directions in future activity of the bank's credit activity 
and in deepening its cooperation with the Council for Mutual Economic Assistance 
and agencies of the MIB's member countries. The bank's board is working in a 
planned and purposive manner to increase the effectiveness of the bank's cooper- 
ation and to improve the forms and methods so as to vigorously promote perfor- 
mance of the tasks set forth in the Comprehensive Program of Socialist Integra- 
tion and the Long-Range Joint Target Programs. 
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The results of the MIB's performance over the past 10 years of its activity in- 
dicates that the bank is making a large contribution to development of the eco- 
nomic cooperation of the CEMA member countries in the investment field and also 
the promising nature of this form of international socialist credit. The proj- 
ects which the bank has accepted for credit financing have great importance to 

the economy of the MIB's member countries and are promoting the development of 

socialist economic integration. 


In future the bank will continue to take steps so that the credits extended are 
used with maximum efficiency and so that projects undergo reconstruction and 
construction and are put into service within the period assigned and at a high 
technical level and so that the products of these projects meet quality require- 
ments ard guarantee a growth of exports in mutual visible trade among the MIB's 
member countries. 


The board's bank is now directing the efforts of the bank's staff toward perfor- 
mance of the Basic Directions for Development of the MIB's Credit Activity in 
the Period 1981-1985, which have been approved by the bank's council. A list 
has been drafted of projects for possible credit financing in this 5-year pe- 
riod, during which provision will be made for integration projects arising out 
of the results of the effort to coordinate the national economic plans of the 
CEMA member countries in the field of capital investments for the period 1981- 
1985, from the long-range joint target programs, from the coordinated § 4 of 
multilateral integration measures, and from agreements on industrial specializa- 
tion and cooperation. As in the past period, the bank will take part in carry- 
ing out the joint raw materials programs of the CEMA member countries. 


Expansion of the MIB's credit activity, especially that which is conducted in 
transfer rubles, and further mobilization and concentration in the bank of the 
resources necessary for credit financing will promote expansion of existing 
production capacities and creation of new ones in the leading economic sectors 
of the MIB's member countries in their joint collective interests, performance 
of measures to develop and improve socialist economic integration, and growth 
of the economic potential of the countries of the socialist commonwealth. 
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USSR-CEMA TRADE 


TRANSFER RUBLE AS EXCHANGE MEDIUM, VALUE MEASURE 
Money and Goods Mechanism 
Moscow DEN'GI I KREDIT in Russian No 6, Jun 81 pp 32-36 


[Article by A. V. Zverev: "An Important Instrument in the Commodity-Money Mech- 
anism" ] 


[Text] The 10th anniversary of adoption of the Comprehensive Program for Fur- 
ther Extension and Improvement of Cooperation and for Development of Socialist 
Economic Integration of the CEMA Member Countries will occur during 1981. Over 
that 10-year period the CEMA member countries have achieved substantial success 
in developing and deepening their cooperation in all areas. The Basic Direc- 
tions for the Economic and Social Development of the USSR Over the Period of 
1981-1985 and up to the Year 1990 notes the need for further study of the "pat- 
terns of development of the world socialist system and the problems of socialist 
economic integration and foreign economic relations." 


During the period that the Comprehensive Program for Socialist Economic Integra- 
tion has been in force a large number of studies have appeared in the economics 
literature devoted to the problems of monetary and financial cooperation of the 
countries of the socialist commonwealth as a whole and also, in particular, to 
their collective currency--the transfer ruble. These questions have been ad- 
dressed both by ‘theoretical scientists and also by economists engaged in practi- 
cal work. Various aspects of the monetary and financial relations of the CEMA 
meisber countries have been treated in the writings of K. Nazarkin, A. Beli- 
chenko, 0. Bogomolov, S. Borisov, V. Komissarov, Yu. Konstantinov, K. Larionov, 
M. Lyubskiy, G. Mazanov, A. Rotleyder, V. Shastitko, N. Shein, etc. 


The transfer ruble constitutes credit money of the socialist type. Its pur- 
chasing power is expressed through the foreign trade prices used on the interna- 
tional market of the CEMA member countries. The transfer ruble has a fixed con- 
tent of gold equal to 0.987412 gram of pure gold, and also a rate of exchange 
against other currencies. 


Many distinguished economists agree on the proposition that the transfer ruble 
is in essence credit. It has been emphasized in a number of writings that this 
is a “special variety of the credit form of international money which is closely 


16 





bound up with the commodity and the circulation of commodities."* A convincing 
argument in support of the credit nature of the transfer ruble is specifically 
that the movement of transfer rubles on the international market of the CEMA 
member countries is secondary to the movement of goods. For goods delivered and 
services rendered the exporter receives an amount in transfer rubles which may 
be presented to an importer as a payment, and the latter in turn will be offset 
by deliveries in the opposite direction. 


Yet there also exists a different point of view concerning the essence and na- 
ture of the transfer ruble. The gist of this position is that the transfer ru- 
ble is viewed as an accounting unit which does not have fundamental differences 
from a clearing currency.? Not infrequently the "accounting" nature of the 
transfer ruble is supported by the argument that the collective currency of the 
‘CEMA member countries does not possess the “accessories” typical of a currency-~ 
it is not issued in the form of bank notes, coins, and so on." 


However, it seems to us, in analyzing the essence of the transfer ruble we must 
adhere to the criteria which determine its monetary character rather than the 

external form of its manifestation. As a matter of fact, the transfer ruble 

does not take the form of cash and does not possess a value of its own, but it 
does have exchange value, which it acquires in the act of purchase and sale on 
the international market of the CEMA member countries, and that exchange value 
is the ratio between the values of the goods represented by the transfer ruble.- 


The exchange of goods on the international market of the CEMA member countries 
takes place by means of the transfer ruble according to the formula T (commod- 
ity)--D (money)--T, by contrast with the clearing system of settlement, whose 
formula is T--T, in which the clearing ruble does play the role of an accounting 
unit. Under the conditions of the system of multilateral settlements the for- 
mula T--D--T breaks down into two independent metamorphoses: T--T (the sale) 
and D--T (the purchase). Having obtained money funds from the export of goods 
or the rendering of services, the country participating in this settlement can 
transfer themu to pay for goods imported and services received. Moreover, the 
country may obtain goods even when at the given moment it does not have money 
funds in transfer rubles in its account in the MBES [International Bank for Eco~ 
nomic Cooperation], by virtue of credit in that currency. And this is "yet an- 
other confirmation that the transfer ruble is not an accounting money unit pas- 
sively reflecting the exchange of goods, but a currency performing its principal 
functions; for that purpose it is not at all required thet it circulate as cash 
in the form of money notes," Yu. Konstantinov notes. 


Thanks to the principle of multilateral balancing of mutusei trade, which is 
based on the functioning of the transfer ruble, the CEMA member countries are 
afforded a realistic possibility of keeping money funds in theiy accounts in the 
MBES expressed in the collective currency and occurring as the result of exports 
in excess of imports. These funds may be used freely to pay another country 
which is a member of the bank for imports and services. In this case the trans~- 
fer ruble represents the independent existence of exchange value. Because the 
payment is actually made, the transfer ruble is not like a "transient" medium, 
but like money. 
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At the present time the prices of goods coming onto the international market of 
the CEMA member countries are expressed in transfer rubles. As a consequence 
foreign trade and the rendering of services among the CEMA member countries take 
place by means of the transfer ruble. Payments and settlements are made in 
transfer rubles when goods and material values are sold and when operations 
other than trade transactions are conducted. Diverse credit operations between 
CEMA member countries are also conducted in the collective currency. Conse- 
quently, the transfer ruble is successfully serving all aspects of the mutual 
economic cooperation among the fraternal socialist countries and is thereby per- 
forming its inherent functions as money--as a measure of value, as a means of 
payment and as a means of accumulation. 


The transfer ruble is performing the function of a measure of value at the pres- 
ent time when contract prices are set in the mutual trade of the CEMA ssember 
countries and also when projects to be built jointly are assessed and in certain 
other spheres of mutual economic and scientific-technical cooperation of the 
CEMA member countries. The rate of the transfer rubJe against the currencies of 
the capitalist countries is then taken into account. Moreover, the transfer ru- 
ble is used in its function as a measure of value (by means of a specific coef- 
ficient) when the balance of accounts for payments other than those of trade 
transactions are converted from the national currencies of the CEMA member coun- 
tries to the collective currency. As noted by S. Borisov, "it is by means of 
this collective currency that the commensurability of the values of various 
goods on different markets is ensured and conditions are created for equivalent 
exchange between countries."® 


In taking note of the predominance of the opinion that the transfer ruble per- 
forms the function of a measure of value, we should note the diversity of views 
concerning the mechanism whereby it performs that function. 


Some economists feel that the collective currency figures as a measure of value 
because of its gold content, which is equal to 0.987412 gram of pure gold, which 
is in fact an expression of the prices of a commodity in trade among CEMA member 
countries. Others suggest that the transfer ruble performs these functions not 
through its gold content, but as a representative of the value of the commodity 
mass which is in circulation on the international market of the CEMA member 
countries.’ The arguments of the economists who share this view consist of the 
following: If gold directly performs the function of the measure of value on 
the international market of the CEMA member countries, then the transfer ruble 
has no role as an international currency, including its role in the function as 
a measure of value. Their opponents on the other hand restrict themselves to 
merely noting their own point of view, without presenting adequate arguments. ® 


A comparison of these views, combined with an analysis of practical use of the 
transfer ruble in this function, affords grounds for concluding that this ques- 
tion is in need of further treatment by the collective efforts of economists of 
the CEMA countries. But it is clear that the principle of equivalency in mutual 
trade is realized by means of the transfer ruble's function as a measure of 
value. Use of this function affords the possibility of comparing the values and 
prices of goods on different markets and of realistically evaluating objective 
value proportions. 
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The next function which the transfer ruble performs in the mechanism of the eco- 
nomic cooperation of the CEMA member countries is the function of a medium of 
payment. The collective curvency functions as a medium of payment in payment 
for goods and services in vputual externai trade, in payments made to repay in- 
tergovernmental credits and credits of the MBES, and in reimbursement of costs 
other than those in trade. At the present time about 60 percent of the entire 
foreign trade turnover of the CEMA member countries is accomplished by means of 
the transfer ruble. S. Borisov has noted that the “ccllective currency, as it 
passes from one holder to another, settles the money obligations that exist be- 
tween them in precisely the same way as this takes place in payments made in any 
other money units. Thus in performing this function the transfer ruble figures 
as real worid money serving the mutual circulation of payments among the CEMA 
member countries."? 


The commodity coverage of the transfer ruble, represented by the mass of commod- 
ities entering mutual exchange of goods on the international market of the CEMA 
member countries plays an important role in the transfer ruble's successful per- 
formance of its function as a means of payment. The Comprehensive Program for 
Socialist Economic Inegration states that the transfer ruble "possesses reai 
commodity coverage on the basis of the planned development of commodity trade 
among the CEMA member countries...."!° The predominant portion of the commodity 
backing of the transfer ruble is provided for even in the stage of coordinating 
the national economic plans of the countries of the socialist commonwealth, in 
the process of preparing and signing the 5-year trade agreements and annual pro- 
tocols. This promotes the stability of the collective currency, which will be 
gudranteed in the future as well, since the economy and foreign trade relations 
of these countries are developing in a planned manner. 


The functioning of the transfer ruble as a med‘um of payment is closely bound up 
with the credit operations of the MBES. MBES credit guarantees the uninter~ 
rupted accomplishment of multilateral settlement in transfer rubles. At the 
present time the bank extends two types of credits--settlement credit (raschet- 
nyy kredit), which is extended directly to countries as they need up to a cer- 
tain limit, and scheduled credit (srochnyy kredit), whose purpose is to expand 
the volume of trade, to equalize the balance of payments, and to accomplish 
measures aimed at industrial specialization and cooperation. The relative share 
of settlement credit in 1979 was 90.3 percent of the total volume of credits ex- 
tended through the MBES in the collective currency. !! 


As K. Nazarkin has noted, “use of the transfer ruble as a medium of payment, 
which is closely bound up above all with the growing mutual volume of trade 
among the bank's member countries ... has a clearly pronounced tendency to ex- 
pand, which is manifested in the rapid growth of the volume of settlement and 
credit operations of the countries participating in the system of multilateral 
settlement." *2 


During the period the system of multilateral settlement and credit financing in 
transfer rubles has been in effect (1964-1980) the total volume of mutual set- 
tlements of CEMA member countries has increased more than fivefold. The volume 
of such settlements was 964 billion transfer rubles over the period 1969-1980. 
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The sum total of credits extended to member countries of the MBES was more than 
64 billion transfer rubles over that period. At the same time the annual volume 
of credit financing was 9.7 billion transfer rubles. }3 


Experience indicates that the transfer ruble is a reliable means for settlement 
in commercial, credit and other economic relations among the CEMA member coun- 
tries. The system of multilateral settlement which it serves promotes develop- 
ment of mutual trade among the countries and is having a beneficial effect on 
the process of the development and extension of socialist economic integration. 


The third function of the transfer ruble--as a means of accumulation--is closely 
bound up with its function as a medium of payment. "The development of money 
into a medium of payment makes it necessary to accumulate money against the 
dates fixed for the payment of the sums owing."!* On the other hand the func- 
tion as a medium of accumulation presupposes that money resources can be used as 
a medium of payment and purchasing resources. 


The transfer rubie functions at the present time as a medium of accumulation in 
conection with the formation of credit resources of the MBES and the MIB [In- 
ternational Investment Bank] which they assign to the credit financing of meas- 
ures in the member countries of these banks. Countries which at a given moment 
possess money resources in transfer rubles may use them to pay any other country 
which is a member of CEMA for imports or services received regardless of the 
country from which these transfer rubles were originally obtained. This is an 
important principle in the system of multilateral settlements and credit financ- 
ing in transfer rubles. 


Transfer rubles are accumulated along two lines. First, in current accounts and 
in deposits in the MBES, which does not pursue the purpose of accumulation as 
such, but is formed as a result of settlements under bilateral and multilateral 
agreements and individual contracts on mutual celiveries of goods when the in- 
coming items exceed the payments. Second, accumulation of money resources and 
transfer rubles by the countries for specific purposes; for example, to build up 
special funds and so on. This accumulation of money resources in transfer ru- 
bles takes on particular importance in connection with carrying out the long- 
range cooperative target programs. Performance of these programs requires large 
capital investments and specifically presupposes as one of the sources that 
long-term funds be accumulated in the fixed capital and special funds of the 
MIB. 


Experience indicates that the transfer tuble does perform the function of a me- 
dium of accumulation. Yet certain authors, disputing the fact that the transfer 
ruble functions as a medium of accumulation, point out that in certain cases a 
portion of the money resources accumulated in transfer rubles is not transformed 
directly into specific cormodities which the CEMA member country hoiding these 
funds in its account in the MBES would like to acquire at a given moment. 


In treacing this question we deem it necessary to take into account that the 
transfer ruble is a product of the planned relations of the CEMA member coun- 
tries, and its functioning must be analyzed in an organic relationship with the 
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mechanism for coordinating national economic plans and the procedure for con- 
cluding trade agreements. In addition, as Yu. Konstantinov has rightly noted, 
"the very fact of the absence of an immediate act of transformation of the cur- 
rency into commodities is nothing unusual, exceptional or exclusively inherent 
in the socialist market. On the capitalist market such difficulties are ob- 
served in far more acute form because of its uncontrolled nature."!5 In addi- 
tion, the planned nature of the international market of the CEMA member coun- 
tries affords the countries the real possibility of using transfer rubles in a 
subsequent planning period, which is achieved by means of balancing accounts 
when the annual protocols on commodity deliveries are concluded. 


Development of the transfer ruble's function as a means of accumulation and in 
general enhancement of its role in the mechanism of the economic cooperation of 
the CEMA member countries “should be based on stable multilateral external trade 
and accumulation of commodity and foreign exchange reserves."!® 


The process of improvement of this function of the collective currency will con- 
tinue in the future. But it is clear that accumulation of foreign exchange re- 
sources is not an end in itself under the conditions of a planned economy. 


Thus the transfer ruble is the international socialist collective currency of 
the countries of the socialist commonwealth, a currency that successfully serves 
the specific needs of the economic cooperation of the countries and at the pres- 
ent time performs the functions of a measure of value, a medium of payment and a 
medium of accumulation. The mechanism of the transfer ruble's functioning is 
closely bound up with the character of th» economic relations among the frater- 
nal socialist countries, which are conduct:d on a pianned basis. As many au- 
thors emphasize, the transfer ruble is an instrument in the commodity~-money 
mechanism and a product of relations organized in a planned manner. The trans- 
fer ruble manifests itself most completely and characteristically in the organic 
relationship between amounts of commodities and amounts of money. !? 
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[Article by Professor Yu. A. Konstantinov, doctor of economic sciences: "On the 
Functign of the Transfer Ruble as a Measure of Value") 


[Text] In the report-address to the 26th CPSU Congress L. I. Brezhnev said that 
"the decisive front in competition with capitalism is in the economic sphere, in 
economic policy. At the last congress we, along with the other fraternal par- 
ties, advanced the further extension of socialist integration on the basis of 
long-range target programs as a priority task." Successful performance of this 
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task requires a well-tuned economic mechanism and instruments that make it pos- 

sible to plan the exchange of the resu’ts of integrational cooperation on a m- , 
tually beneficial basis and to evaluate the economic efficiency of that ex- 

change. The transfer ruble in its function as a measure of value is one such 

instrument. 


Using this function of the transfer ruble the CEMA member countries establish on 
their regional market the contract prices at which huge quantities of commodi- 
ties are annually exchanged. In 1980 alone their mutual volume of trade in 
prices expressed in the collective currency reached almost 120 billion transfer 
rubles. It is at those prices that the countries of the socialist commonwealth: 
deliver to one another ferrous and nonferrous metals, petroleum and petroleum 
products, timber and wood products, various machines and equipment, cotton, 
food, industrial consumer goods and many other things. 


These are facts, and there is hardly any need to prove them. Nevertheless, 
opinions are sometimes expressed to the effect that the transfer ruble does not 
objectively perform the function of a measure of value. Various theses are ad- 
vanced to support this. 


The first thesis: money cannot perform the function of a measure of value un- 
less it functions as a real medium of exchange. Whereas the transfer ruble 
comes into be/.ng immediately after credit is obtained from the MBES or as a re- 
sult of conclusion of the transaction in economic trade. A contradiction is ac- 
cordingly created: the money has net yet come into being, but the prices have 
already been set on the goods. 


The second thesis: though from a legal standpoint the transfer ruble does have 
gold conterts equal to 0.987412 gram of pure gold, in actuality, since it cannot 
be converted into gold, it is not a representative of gold, and consequently 
does not perform the function of a measure of value. 


The third thesis: the transfer ruble not only does not represent gold, but does 
not even have its own value as the materialization of expenditures of human la- 
bor. To suppose, then, that it pertorms the function of a measure of value is 
just about as nonsensical as asserting that the weight of some body can be meas- 
ured in terms of a thing which does not have weight of its own or to determine 
distance by means of an object which does not possess length of its own. 


But what about actual reality: What about the fact that contract prices are ex- 
pressed in transfer rubles in mutual trade of the CEMA member countries, proj- 
ects to be built jointly are assessed in that currency, and indicators of the co- 
ordinated plans of multilateral integration measures for the 5-year pericds are 
also established in that currency? After all, this does in fact constitute 
practical use of the transfer ruble as a measure of value. 


To “reconcile” practice with theory a simple explanation is sometimes found when 
it is declared that the transfer ruble has illegitimately appropriated this 
money function to itself without having the objective basis for its performance. 
But those who at the same time understand that the transfer ruble has not been 
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granted a soul as an entity in international relations, and consequently is un- 
able to appropriate anything to itself, declare it then to be "contract" money. 
It cannot be real money. If someone nevertheless wants to consider it money, 
then let it be so, but not real money. Money was needed to serve the mutual 
economic and scientific-technical cooperation of the CEMA member countries, and 
they agreed among themselves that the transfer ruble would become that money, 
though there iu fact was no objective basis for it. 


In our view this is rot a scientific posing of the question. K. Marx pointed 
out that "money no more comes about by agreement than does the state."* It is 
possible to agree about the form of money (on whether or not it shall take the 
form of cash), on its legal status, on attributing to it an international char- 
acter, on the mechanism of its functioning, but not concerning money itself. 
Money is a separate and specific form of existence of the value of commodities, 
a category of production relations. 


Before discussing each of these theses it seems to us that we should first note 
a circumstance of some considerable substance. The transfer ruble is not only 
an economic category, but also an historical category. And this means that we 
should approach clarification of its nature not solely from the standpoint of 
theory and methodology, but also from the standpoint of historical evolution. 
The transfer ruble could not have come into being in the form in which it now 
exists either much earlier nor much 1] cer. Not earlier--because there was no 
need for a collective currency. Economic cooperation among the socialist coun- 
tries up until the sixties took place mainly in the sphere of distribution on a 
bilateral basis. For that reason monetary relations among them were also regu- 
lated mainly on a bilateral basis, and the clearing system of settlement ade- 
quately served those relations. Nor much later--because by the sixties the mul- 
tilateral forms of economic and scientific-technical relations among the coun- 
tries had undergone a certain development and had begun to urgently demand mone- 
tary relations appropriate to them. Clearing had ceased to meet the needs of 
economic cooperation and needed to be replaced by a currency capable of perform- 
ing money functions. 


Theoretically, however, one can suppose that there must have been a certain 
transitional period between clearing and the collective currency. During that 
period the developing economic cooperation of the socialist countries would be 
served, for example, by their national currencies through the mechanism of mu- 
tual reversibility or the currency of one of the states by acquiring the right 
to perform the functions of a world money. But only at a rather high stage of 
the international socialist division of labor, considerably augmented economic 
potential of the countries, and an appreciable convergence of their internal 
economic mechanisms did the collective currency emerge. 


Its creation would then be a logical consequence of the development of socialist 
economic integration, cf the attainment of that level of interaction of the na- 
tional economies in the spheres of joint planned activity, production and for- 
eign trade where the emergence of a collective currency was dictated by the need 
to bring monetary relations into conformity with the character of international 
economic relations, and of unification of production and scientific-technical 





* K, Marx and F. Engels, "“Sochineniya," Vol 46, Part I, p 109. 
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integration with monetary integration. As a practical matter, however, the col- 
lective currency came into being before the processes of integration had devel- 
oped to that degree. It emerged not as the result of the effect of these pro- 
cesses, but as a means called upon to promote a deepening of those processes. 


But that was historical reality. The transfer ruble that emerged in that real 
economic context does not at present always manifest its “money nature" as sim- 
ply as those who try on it the old clothes of the traditional currencies would 
like. Since the collective currency of the CEMA member countries emerged in an 
initial stage of economic integration, it, of course, involved certain costs for 
a time. But objectively it could not have come into being in any other form. 
That is why we must now deal with a completely concrete money material, deal 
with it the way it is, and not with the way it might be on the basis of subjec- 
tive and hypothetical judgments about a possible type of currency for the world 
socialist market. 


But let us return to the theses mentioned above. 


According to the first, the transfer ruble does not possess typical "monetary 
accessories": It is not issued in the form of bank notes and specie. As a 
technical matter settlement is made by transferring funds from the account of 
one country to the account of another in the MBES. But for that reason alone it 
cannot be excluded from the category of money and regarded as a technical in- 
Strument of settlement. The transfer ruble is a variety of credit money. As 

K. Marx wrote, credit money has its own forms of existence in which it finds a 
place for itself in the sphere of large-scale commercial transactions, whereas 
gold and silver coin are mainly pushed out into the sphere of retail trade. 
These transactions are as a rule accomplished by means of payments without cash: 
through the bank. The transfer ruble does in fact serve precisely that kind of 
transaction. That is why its functioning does not at all require that bank 
notes and specie be put into circulation. It is intended for intergovernmental 
accounts related to foreign trade, credit and other operations. In accordance 
with established world banking practice, they are always done without cash: by 
entries in accounts in banks. 


The essence of an economic category should not be confused with the forms in 
which it is manifested. In this matter it seems that we should be guided 
strictly by K. Marx' well-known princirie of the distinction between money's es- 
sence and its forms. Its essence is j.egitimately examined outside its embodi- 
ment in particular money forms, using the method of the relationship between the 
abstract and the concrete in the theory of money relations. The essence of 
money in its abstract content in what might be called its pure form, consists of 
its being a universal equivalent. The manner in which goods are sold and pur- 
chased (with cash or without it) cannot alter the essence of money. The ques- 
tion of whether bank notes are needed for this or entries in accounts in banks 
are sufficient does not have to do with the essence of money as a universal 
equivalent, but has to do with the way in which this property of money is guar- 
anteed. The mode of its expression is variable. Money may occur now in one 
form and now in another. But when money loses the property of a universal 
equivalent, it ceases tc be money. But this is not related to the manner in 
which its essence is expressed. 
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Nevertheless, the opinion is sometimes expressed that in future the transfer ru- 
ble needs to be replaced by a common currency. It is asserted that it will be 
different from the transfer ruble in that it will begin to be issued as cash. 

In our opinion, if that is its only distinction, there is purely and simply no 
need for it, our reasons having been stated above. The context of this opinion 
is that introduction of a common currency need not bring about the disappearance 
of the national currencies, at least not for a foreseeable period. The common 
currency would circulate together with the national currencies, would represent 
an international measure of value, an international medium of distribution and 
an international means of payments of the countries. 


It would seem that this kind of parallel circulation of two types of currencies 
in each country--the national currency and the international currency--is not 
only inadvisable, but indeed harmful. To put it mildly, this will hamper the 
functioning of money circulation in the country and the relation between that 
circulation and the circulation of commodities. In each country there would be 
two different price scales, two currencies with different purchasing power, one 
of which would be guaranteed by the respective socialist country, while the 
other would be uncertain. From the standpoint of logic it would be more under- 
Standable to propose a single currency in place of the national currencies. But 
that is a matter of such a remote future that there is no point squandering sci- 
entific energies trying to conceive it at this date. 


At the present time the CEMA member countries are carrying out the Comprehensive 
Program cf Socialist Economic Integration, which is altogether concrete and real 
and is projected over the next 15 or 20 years. It states that socialist eco- 
nomic integration "shall not be accompanied by the creation of supranational en- 
tities and shall not impinge upon matters of the internal planning and financial 
and cost-accounting activity of organizations." 


What is very important to the transfer ruble's performance of the function of a 
measure of value is not the form in which the currency exists, but its value 
content. If it itself possesses value, then it can function as a measure of the 
values of commodities. 


Some people suppose that in view of the overall evolutionary process of develop- 
ment of the money form the transfer ruble cannot indisputably be regarded as a 
symbol of gold, even though it does have gold content. When it was established, 
this had immediate practical importance. As a function of the collective cur- 
rency's gold weight its official rate (parity) was determined relative to the 
U.S. dollar, which was in turn used in the mechanism for commensuration of com- 
modity values on the internationa!? market of the CEMA member countries. It is 
precisely in this that the importance of the transfer ruble's gold content is 
manifested in connection with its functioning as a measure of value. But that 
does not mean at all that it was a representative of gold. Formal equivalency 
to gold is not enough for a monetary unit to be regarded as a representative of 
a money commodity, as certain investigators suppose. 


On the international market of the CEMA member countries gold does not circulate 
as a universal equivalent. No change that occurs in the price of gold on the 
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world market has any effect at all on the purchasing power of the transfer ru- 
ble. The gold reserves of the CEMA member countries is "not bound" to the sys- 
tem of mutual accounts. They are conducted without involving the gold reserves 
of the countries, and the transfer ruble itself is not convertible into that 
precious metal. Nor does the fact that the MBES conducts certain operations 
with gold (buys and sells it, accepts it for safekeeping, and may extend credit 
to other banks secured by gold) reveal the internal relationship between the 
transfer ruble and the money commodity. 


That is why it is said that the transfer ruble is not really, i.e., in essence, 
a symbol of gold. It is evident that one might concur in this as a working hy- 
pothesis, even though the external, so to speak palpable, features still do not 
always characterize the essence of a phenomenon, its deep roots. But one must 
reach them by examining the transfer ruble in its close relationship with the 
general evolution of the money form and with the prospects of its development. 


One thing is now clear: that the transfer ruble is by nature credit. It is a 
variety of credit money. But this is also money, money which in its own spe- 
cific way represents a quantity of the social product. Behind it stand expendi- 
tures of human labor, but not in a particular branch of production--gold mining. 
Behind credit money there stands "in actuality ... the entire nation with all 
its credit."* But this is nothing other than a socially recognized pledge. 


It is therefore incorrect that the transfer ruble does not possess any value 
whatsoever. It does not, of course, have a value of its own as a materializa- 
tion of expenditures of human labor. Credit money is an independent form which, 
to use K. Marx’ expression, has acquired its own forms of existence. It exists 
only in connection with existence of the value of commodities. Aside from that 
value there is no credit money. That is why the latter is a universal represen- 
tative form of the value of commodities. In this sense credit money possesses 
value. It is the value of that quantity of commodities which it actually repre- 
sents. 


In practice credit money expresses its value in the sum total of commodities en- 
tering into everyday exchange by virtue of their mutual convertibility on the 
market. This convertibility indeed serves as the real measure of value of 
credit money. The money form of value is therefore preserved in it. By con- 
trast with the money commodity (gold), credit money, in K. Marx" words, a "so- 


cially recognized form of the equivalent,"** i.e., money. 


As a representative form of the value of commodities, as their transformed forn, 
the transfer ruble can indeed perform the function of a measure of value. After 
all, the “only value which political economy recognizes is the value of commodi- 
ties."*** Consequently, it may be expressed not only by gold, but also by a 
different value substance such as credit money and a variety of credit money-- 
the transfer ruble. 





* K. Marx and F. Engels, "“Sochineniya," Vol 25. Part II, p 103. 
kk Ibid., Vol 23, p 96. 
xkk 6Tbid., Vol 20, p 318. 
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But, it is sometimes thought, the fact that the transfer ruble possesses a rep- 
resentative form of commodity value does not yet signify that it is the money 

material for the commodity world which serves as an expression of the value of 
commodities in circulation on the international market of the CEMA member coun- 
tries. This, they suppose, is because the purchasing power of the transfer ru- 
ble is founded on a foreign price base: the prices of the principal world com- 
modity market. And consequently it has no value basis of its own--the regional 
international value of the international market of the CEMA member countries. 


As a matter of fact the purchasing power of the transfer ruble is expressed at 
the present time through the prices of the principal world commodity markets. 
This is mainly because mutual trade among the CEMA member countries comprises at 
present about 6 percent of all world trade. For that reason the prices of the 
market involving approximately 94 percent of world trade in the given specific 
historical stage is the most realistic basis for establishing prices on the in- 
ternational market of the CEMA member countries. They are building their mutual 
economic relations in such a way as to take into account world economic rela- 
tions and the world division of labor. To stand apart from the objective pro- 
cesses taking place in the world economy could have serious adverse consequences. 


And if the prices of the principal world commodity markets is referred to as a 
"foreign" base in setting prices in mutual trade of the CEMA countries, then 
this is valid only when that word is put in quotes. First of all, the CEMA men- 
ber countries do not trade exclusively with one another. They are substantial 
trading partners on the world market. The policy of autarky is alien to them. 
As they expand commercial and economic relations with the capitalist and devel- 
oping states, they are taking part in shaping international value on the world 
market. On the average about 40 percent of the entire volume of their foreign 
trade takes place on the principal world commodity markets. Second, and this is 
the main thing, such prices comprise only the basis of contract prices in which 
the CEMA member countries conduct trade with one another. They do not copy 
world prices. Prices on the market of the CEMA member countries are not identi- 
cal to world prices, but only reflect their proportions. When contract prices 
are set, the prices of the principal world commodity markets are adjusted for 
speculative and purely conjunctural influences, sharp upward and downward fluc- 
tuations. 


In addition, the contract prices for certain goods may be revised on the basis 
of the national costs of producing those goods in the socialist countries. The 
"foreign" base is thereby filled to a certain degree with a new content. Al- 
though on the international market of the CEMA member countries the proportions 
of world prices are preserved, this international value nevertheless does not 
enter into an antagonistic contradiction with the socialist nature of that mar- 
ket. On the contrary, it is the form for resolution of the contradiction be- 
tween the nationally separate (actual labor) and the international socially nec- 
essary (abstract labor). 


All of this, of course, complicates the functioning of the transfer ruble as a 
measure of value and its practical use in setting contract prices in mutual 
trade of the CEMA member countries. But under present-day conditions, because 
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of the overall historic and evolutionary process of development of the money 
form, this increased complexity is indeed typical of the world market as a 
whole. To use the words of K. Marx, goods on that market at the present time 
are continuing to unfold their value universally, but no longer in gold and sil- 
ver prices. International value on the world market is now represented by many 
prices expressed in different national currencies. Consequently, this value is 
now measurable in terms of those currencies. And if we need to express that 
value in a different currency, then there is no need for that purpose to measure 
it once again by any special method. In this case the question comes down to 
transformation of the international value from one currency to another. This is 
done by means of the rate of exchange of the currency, i.e., through the rela- 
tive value of currencies. 


We should emphasize that even on the international market of the CEMA member 
countries international value is transformed into regional value by means of the 
transfer ruble as a price scale and its rate of exchange against those curren- 
cies in which world prices are expressed. This transformation, of course, takes 
place at present under the appreciable impact which world prices have on the 
proportions in exchange that occur on the international market of the CEMA mem- 
ber countries. 


But this signifies only one thing: The process of formation of the regional in- 
ternational value is not complete, it is in a stage of development. World con- 
ditions of production do have a definite impact on it. This process needs a 
relatively long time to develop. It cannot be artificially urged forward by any 
sort of administrative decision, for example, the region's own international 
value in the economic region of the CEMA cannot be created on the basis of na- 
tional expenditures of socially necessary labor, on the basis, as is sometimes 
proposed, of the “internationally recognized" standard expenditures of that la- 
bor, so that the transfer ruble can legitimately perform the function of a meas- 
ure of value. In practice this would signify a radical shattering of wholesale 
prices. They need, of course, to be improved, but not so that from the theo- 
retical standpoint the transfer ruble would be entitled to legitimately fulfill 
the function of a measure of value. 


It is well known that the price is one of the most important economic categories 
and instruments of the economic policy of the communist and worker parties. All 
the basic economic and political problems of the socialist state intersect in 
prices. Improvement of prices is a problem apart. 


It is sometimes asserted that since the transfer ruble does not itself actively 
figure in the process of forming international prices, it is only a conversion 
unit for setting prices and does not participate in the formation of value. In 
our view neither the transfer ruble nor other forms of credit money can them- 
selves actively figure at all in the process of price formation, much less in 
the process of the formation of value. It is well known that the value of a 
commodity is not a natural property, not a physical property, but a social prop- 
erty which it possesses. It expresses historically determined production rela- 
tions among men in which mutual exchange actually occurs through the exchange of 
goods in accordance with the socially necessary expenditures of labor to produce 
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them. That is why the labor embodied in the commodity figures as substance, 
i.e., as the content of value. Consequently work time in the form of socially 
necessary work time figures as the measure of that commodity and the measure of 
value. 


In accordance with the theory of labor value the price is a money expression of 
the unit value of the commodity. That is, the price is one of the forms of 
value: its money form. The material for expression of the value of commodities 
is furnished by money in its function as a measure of value. As such they them- 
selves, as representatives of commodity value, are ultimately an embodiment of 
human labor. And this, it can be said, constitutes its "right" to measure the 
value of a commodity, and indeed everything. Value is directly manifested in 
the price through the use of money in the function of a price scale. The trans- 
fer ruble serves that function in the economic region of CEMA. It is through 
that scale and the rate of exchange that its function as a measure of value is 
accomplished. In that function the transfer ruble is nothing other than the 
metamorphosed form of international value. In view of the coordinated procedure 
for price setting on the international market of the CEMA member countries, it 
differs from the international value expressed in capitalistic currencies. Re- 
solving the contradictions between the international character of international 
economic relations and the national nature of money, this form ensures intergov- 
ernmental exchange of goods on a mutually advantageous and equivalent basis. 


As for the formation of the regional value of commodities, this is a matter for 
the future. The Comprehensive Program... states: "The CEMA member countries 
will in the near future take as their point of departure the principles now op- 
erative for determination of prices in their mutual trade, i.e., they will be 
established on the basis of world prices adjusted to correct for the adverse in- 
fluence of the conjunctural factors of the capitalist market. 


The conditions for the practice of price setting in foreign trade to take into 
account more fully its appropriate value base will be created gradually: As the 
international socialist socialization of labor increases, as the share of the 
CEMA member countries in the volume of world trade increases, as possibilities 
increase for meeting their needs through their own intraregional production. 

The more substantial this process becomes in the future, the greater the influ- 
ence that the internal conditions of production inherent in the world socialist 
economy will be able to exert on the formation of international value in the 
CEMA region. 


One of the main roads in that direction is consistent development of intergov- 
ernmental industrial specialization and cooperation. 


The report-address of the CPSU Central Committee to the 26th party congress em- 
phasizes: "The CPSU and the other fraternal parties will adopt a course toward 
transforming the coming two 5-year periods into a period of intensive industrial 
and scientific-technical cooperation among the countries of socialism." The 
Comprehensive Program and the long-range target programs for cooperation of the 
CEMA member countries are aimed at speeding up the development of industrial 
specialization and cooperation. 
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At first the reckoning of its appropriate value base in the practice of setting 
foreign trade prices will obviously extend to certain types of commodity groups, 
for example, to the products of industrial specialization and cooperation, to 
the commodities produced by joint enterprises. Of course, the absence of [the 
system's] own value base also has certain adverse consequences. The interna- 
tional monetary system of the CEMA member countries is isolated from the world 
monetary system of capitalism on two sides: the foreign trade and monetary mo- 
nopoly of the socialist states and the closed character of their collective cur- 
rency--the transfer ruble, which is not convertible to gold or to the capitalist 
currencies. But because the practice does exist of setting prices on the inter- 
national market of the CEMA member countries, the world socialist economy as a 
whole is not isolated from the capitalist conditions of production and distribu- 
tion. 


That is why the explosion of world prices of energy and raw materials in 1973 
and 1974 had a definite impact on changes of contract prices on the interna- 
tional market of the CEMA member countries. They rose somewhat. At the same 
time use of the sliding 5-year price base to the period of the current 5-year 
plan made it possible to gradually adapt the economy of the countries to the new 
proportions of exchange that had taken shape on the world market. This adapta- 
tion is ensured, to be specific, by the extension of consolidation credit to 
suppliers of fuel and raw materials by the consumer countries and by bilateral 
establishment of contract prices in mutual trade of the CEMA member countries 
that differ from the structure of internal costs and dynamic behavior of prices 
on the world market. 


On the whole contract prices, including those for energy and raw materials, are 
at the present time lower than the level of world prices. In 1979, for example, 
the price of petroleum which the Soviet Union exported to the fraternal coun- 
tries was only 60 percent of the level of the world price. L. I. Brezhnev said 
at the 26th CPSU Congress: "The problems which are arising during our coopera- 
tion we will solve jointly, we will seek ways of achieving the most correct com- 
bination of the interests of each of the fraternal countries and of their common 
interests. This applies, for example, to the establishment of preferential 
prices of petroleum, gas and other raw materials and industrial goods which the 
countries participating in CEMA deliver to one another.” 


From the monetary standpoint a certain rise of contract prices diminishes to a 
certain extent the purchasing power of a transfer ruble, complicating perfor- 
mance of its function as a measure of value. But this phenomenon is not in the 
least a manifestation of inflationary evaluation of the transfer ruble. Infla- 
tion is an outcome of the capitalist mode of production, the result of its so- 
cioeconomic contradictions. It is the nexus at which the excessive money supply 
and rising prices and the policy and practice of state-monopoly regulation of 
the economy intersect. Inflation is the result of a change in the volume and 
structure of social production, of disproportions between the real volume of the 
social product and its value expression. 


All these factors can be seen only as absurd with respect to the transfer ruble. 
The issue of transfer rubles is a process managed in a planned way. It pre- 
cludes the possibility of issuing excessive money. This is governed mainly by 
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three factors. First of all, the MBES Council, which annually examines credit 
applications of member countries, unanimously approved the bank's credit plan, 
i.e., the planned volume of credit. This volume, which takes into account the 
operational reserve of the MBES Board, is the maximum ai sunt of transfer rubles 
put into circulation. Second, transfer rubles are furnished to member countries 
in the form of credit in accordance with a strictly established criterion. That 
criterion is the real and economically sound need for credit arising out of vol- 
umes of production and commodity turnover adjusted among the countries. And 
third, the credit in transfer rubles is credit subject to a charge. 


Though the interest on it is moderate, it nevertheless causes the credit to be 
used only as the actual economic need arises to pay for goods and services. The 
transfer rubles obtained for this purpose on the basis of credit financing must 
be compensated over a specified period by commodity deliveries from the coun- 
tries receiving the credit. This guarantees timely return of the funds which 
were loaned. Thanks to this procedure governing the issue of transfer rubles as 
a variety of credit money, they are constantly functioning in close relationship 
with the real movement of material values, which precludes the possibility of 
this currency being issued in excessive amounts. 


As for the value factor, it is not a consequence of the economic activity of the 
socialist states. A certain influence of external factors (outside the system) 
on the purchasing power of the transfer ruble is reflected in it. Their tempo- 
rary effect is not accompanied by a passing on to the purchasing power of the 
collective currency of the CEMA member countries of the inflationary conse- 
quences of the world capitalist market, since those consequences are “blocked 
off" when its prices are adjusted for conjunctural leaps at the time when con- 
tract prices are set. Given this situation, a certain rise of contract prices 
is basically a reflection of a change in objective conditions of world produc- 
tion, of the rising value of energy, raw materials and other goods, especially 
under the impact of natural and geographic factors. 


With the future transition to an international value appropriate to the world 
socialist economy the extrasystemic factor will disappear. But in a planned 
economy and in cooperation organized in a planned manner the possibility exists 
of mitigating the consequences of a certain drop in the purchasing power of the 
collective currency by means, say, of monetary and credit measures. This ques- 
tion is in the stage of study and preparation of appropriate recommendations in 
CEMA organs. 

- 
To the extent that the functioning of the transfer ruble as a measure of value 
is achieved in all cases by means of its rate of exchange, to that extent the 
realistic nature of that rate, its economic soundness, has topical importance. 
The Standing CEMA Commission for Monetary and Financial Affairs has on two occa- 
sions (at the beginning and end of the seventies) checked the realism of the 
rate of exchange of the transfer ruble by comparing its purchasing power and the 
U.S. dollar on the basis of average adjusted levels of contract prices and world 
prices for the structure of commodity trade among the CEMA member countries. An 
economic computation showed the realistic nature of the base from which the 
MBES, using the “currency market basket" method has begun on a monthly basis to 
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set the rate of exchange of the transfer ruble against the U.S. dollar and other 
convertible capitalist currencies. 


The commission has accordingly defined the sphere in which these rates of ex- 
change may be used. To be specific, they may be used in the following conver- 
sions: from world prices to contract prices; from contributions in convertible 
currencies to transfer rubles for construction of projects being accomplished by 
the joint efforts of the countries; from value indicators expressed in converti- 
ble currencies to the collective currency of the CEMA member countries for pur- 
poses of various statistical comparisons. It thereby becomes possible to use 
the transfer ruble more broadly in its function as a measure of value. 


In the present stage, when the CEMA member countries have adopted a resolute 
course toward intensive development and are stepping up the processes of inte- 
gration within their economic region, the importance of this function is in- 
creasing. The transfer ruble should not only measure the value of commodities, 
but should also figure as an important instrument in evaluating joint integra- 
tional measures to be carried out, an instrument in scientifically sound eco- 
nomic planning of those measures. This will be achieved step by step as the 
prerequisites are created for broader use of mutually adjusted rates of exchange 
or coefficients of national currencies against the transfer ruble and against 
one another. 


Since it is closely connected through such rates of exchange to its initial 
base--the national economy of the socialist countries, the transfer ruble in its 
function as a measure of value will become a reliable instrument in the follow- 
ing specific areas: in conducting computations of the efficiency of foreign 
trade and other foreign economic relations; in the taking of sound decisions on 
the feasibility of measures concerning industrial specialization and cooperation 
on the basis of an objective evaluation of production costs and the economic ef- 
ficiency of such measures; in comparing the social costs of production, the ef- 
ficiency of capital investments and other national cost indicators. The need 
for this will increase with the expansion of mutual industrial and scientific- 
technical cooperation and the joint planning of coordinated segments of the in- 
dustrial sector and individual production operations. 


The role of the transfer ruble in its function as a measure of value will in- 
crease still more in the future when it becomes possible to make the conversion 
to a single rate of exchange of the national currency of each country against 
the collective currency with respect to all types of mutual accounts. Such 
rates of exchange make it possible to obtain a uniform assessment in value terms 
of all forms of cooperation, including those which are mediated by retail 
prices. It will evidently become possible to compare a broad range of economic 
indicators, to analyze the status and dynamic behavior of levels of economic de- 
velopment of the CEMA member countries, and in particular to measure the gross 
social product and national income for countries as a whole and in per capita 
terms in the collective currency. The transfer ruble will thereby gradually be- 
come an increasingly important economic instrument for scientific management of 
the ‘process of socialist economic integration. 


COPYRIGHT: "Finansy SSSR", 1981 
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USSR-CEMA TRADE 


IBEC COUNCIL REVIEWS 1980 RESULTS AT 53RD MEETING 
Moscow EKONOMICHESKAYA GAZETA in Russian No 23, Jun 81 p 21 
[Article by IBEC adviser B. M. Lukashkov: "1980 IBEC Activity"] 


[Text] The 53rd meeting of the International Bank for Economic 
Cooperation's Council was held in Moscow on 21 April. It re- 
viewed and approved the bank board's 1980 report. The council 
approved the bank's balance as of 1 January 1981 and approved 
the report by its credentials commission, adopted a resolution 
on profit distribution and examined a number of other questions 
of current IBEC activity. Here, we are publishing an article 
by IBEC adviser B. M. Lukashkov on the 1980 results of bank ac- 
tivity. 


The routine meeting of the IBEC Council was chaired by Nguyen Duy Gia, head of the 
SRV [Socialist Republic of Vietnam] delegation to the bank council and Minister- 
Director General of SRV State Bank. In opening the meeting. he stressed that the 
IBEC Councils's work coincided with the 1llth anniversary of Vladimir Il‘ich Lenin's 
birth, a date which is being celebrated by all of progressive humanity. Lenin's 
teachings are the basis of the revolutionary-transformation activity of the build- 
ers of socialism and communism, of the fighters for peace and social progress. 


The delegations of all member-nations took part in the bank council meeting. Offi- 
cials of the National Bank of Angola, Bank of Afghanistan, African Development Bank, 
National Bank of Laos, Bank of Mozambique, Bank of Finland, Bank of Yemen (Aden) and 
National Bank of Yugoslavia attended as observers. Representatives of the Council 
of Economic Mutual Assistance Secretariat and the International Investment Bank took 
part in the council's work. 


The speeches by delegation heads of IBEC member-nations at the bank council and 
those observers who spoke positively evaluated the bank's role in broadening and 
deepening integration and strengthening the economies of the fraternal socialist 
countries. In accordance with the authority given the IBEC at the time of its crea- 
tion in 1963 by CEMA member-nations, the bank has worked to organize and carry out 
multilateral calculations among bank member-nations and grant them credit in trans- 
fer rubles, accumulate and keep the free funds of these countries in transfer ru- 
bles and conduct operations accepted in international banking practice in freely 
convertible foreign exchange and gold. 
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Current IBEC member-nations are Bulgaria, Hungary, the Socialist Republic of Vietnan, 
GDR, Republic of Cuba, Mongolia, Poland, Romania, the Soviet Union and Czechoslovakia. 
We can note with satisfaction that Vietnam, which became a bank member after other 
countries of the community, has been included this year in the precisely functioning 
socialist system of multilateral calculations and crediting in transfer rubles. 


The essence of the system of multilateral calculations is the opportunity for a bank 
member state to cover the assets of the calculations with one country by increasing 
its imports from another. The foreign exchange of the calculations is transferred 
from the account of the bank of one country through the IBEC to the account of the 
bank of another, hence the collective foreign exchange of the countries of the so- 
cialist community is called the transfer ruble. The resemblance to the monetary 
unit of the Soviet Union is to be explained by tradition, inasmuch as the so-called 
clearing ruble was the basic scale of prices in mutual trade among socialist coun- 
tries in the first post-war years. The system of bilateral clearing calculations 
then in effect played an important role in the post-war reconstruction of the na- 
tional economies of the socialist countries and in creating the bases for their co- 
operation, but then its negative features appeared: as the economies of these coun- 
tries grew stronger, the volume of mutual trade among two cooperating states began 
to be limited by the lower export potential of one. Under these conditions, CEMA 
member-nations signed an agreement on creating a system of muitilateral calculations 
in transfer rubles and establishing a center for these calculations, the Interna- 
tional Bank for Economic Cooperation, in 1963. 


IBEC charter capital was 305.3 million transfer rubles. The proportionate contribu- 
tions of each bank member-nation were established in proportion to its exports as a 
proportion of the mutual trade of the countries of the socialist community. Based on 
agreements among the countries, the contributions to capital were set at 40 percent 
of the established total and are presently 121.6 million transfer rubles. Half this 
sum is contributed in transfer rubles and half in freely convertible foreign exchange 
and gold. IBEC reserve capital is currently 151.9 million transfer rubles. 


IBEC member-nation quotas in charter capital differ, from 0.3 to 38 percent of total 
capital. But regardless of this, all member-nations have one vote in reviewing and 
resolving questions of IBEC activity at council meetings and, of course, they have 
equal opportunities to obtain credit and other bank services. All council resolu- 
tions are adopted unanimously. 


In 1980, total IBEC operations (turnover on balance) were 231 billion transfer ru- 
bles and the total balance increased by 23 percent as compared with the preceding 
year, reaching nearly five billion transfer rubles, as is evident from the statis- 
tical data attached (IBEC balance, see following page). 


During the past five years, bank operations in transfer rubles increased signifi- 
cantly on the basis of the development of reciprocal foreign trade and other forms 
of member-nation economic cooperation. In 1976-1980, the volume of reciprocal cal- 
culations among member-nations through the IBEC more than doubled as compared with 
the preceding five-year plan (from 250 billion to 520.1 billion transfer rubles). 
The fact that total credits in transfer rubles issued member-nations by the bank in 
he last five-year plan were 35 billion transfer rubles, as compared with 17 billion 
transfer rubles in the preceding five-year period, testifies to the constantly grow- 
ing importance of IBEC credits in transfer rubles to developing economic cooperation 
among countries of the socialist community. 
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International Bank for Economic Cooperation Balance (in transfer rubles) 





























Assets as of 31 December 
1979 1980 
l. monetary funds: 
a) im current accounts and cash 33,489,456 20,725,193 
b) in deposits 2,123,384,110 2,206,138,488 
2,156,873,110 2,226,863 ,681 
2. credit issued 1,826,378,702 2,673,192,846 
3. bank property 672,049 697,916 
4. other assets 57,189,046 83,563,547 
balance 4,0461,113,363 4,984,317,990 
Liabilities as of 31 December 
1979 1980 
1. bank capital: 
a) paid portion of charter capital 
of 305,262,000 121,645,760 121,645,760 
b) capital reserve 133,404,878 145,577,574 
255,050,638 267,223,334 
2. deposits: 
a) current accounts 387,797,570 730,608,618 
b) deposits 2,843,179,269 3,371,166,581 
3,230,976,839 4,101,775,199 
3. credit obtained 450,775,825 490,350,435 
4. other liabilities 74,776,666 94,074,168 
5. net profit 29,533,395 30,894,854 
balance 4,041,113,363 4,984,317,990 





Bank operations in transfer rubles received further development in the reporting 
year. The volume of these operations increased by 6.5 percent as compared with 1979, 
to 176.3 billion transfer rubles. In this regard, the volume of reciprocal calcula- 
tions made through the IBEC for its member-nations increased by 7.8 percent, to 122.9 
billion transfer rubles. 


Bank credit activity in transfer rubles developed at somewhat faster rates. Last 
year, the bank granted member-nations credit totalling 9.7 billion transfer rubles, 
that is, 16.8 percent more than in 1979. The proportion of calculated credit in the 
total amount of credit in transfer rubles granted in the reporting year was 82.8 per- 
cent. 


The volume of credit investments increased especially strongly at the end of 1980, 
when total credits reached 2.1 billion transfer rubles, that is, increased by 63.7 
percent as compared with the start of the year. This increase is to be explained 
by the increased demand for credit in a number of countries stemming from their na- 
tional economic plans and anticipated by the IBEC credit plan approved by the bank 
council for 1980. 





The 17 years of IBEC activity confirms that the system of calculations and credit- 
ing in transfer rubles operating within the Council of Economic Mutual Assistance 
member-nation framework has ensured uninterrupted servicing of the constantly in- 
creasing volume of various forms of economic cooperacion among countries of the so- 
cialist community. 


Dynamics of Bank Credit-Calculation Operations in Transfer Rubles in 1976-1980 
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Key: 
1. Amount of credit, in transfer rubles, granted member-nation banks by the IBEC 
2. One billion transfer rubles 
3. Volume of calculations in transfer rubles among member-nations effected 
through the IBEC 
4. 10 billion transfer rubles 


Servicing the economic interrelationships of IBEC member-nations is not the only as- 
pect of bank activity. With a view towards assisting member-nations in developing 
their economic relations with other countries, the bank actively conducts operations 
accepted in international banking practice in freely convertible foreign exchange. 
As distinct from operations in transfer rubles, these operations are financial, that 
is, they are not generally connected with any specific trade or other deals. IBEC 
deposit operations with banks of socialist, capitalist and developing countries have 
been developed widely. Medium-term (up to seven years) financial credits occupy a 
significant place among its credit operations. 


In the reporting period, IBEC operations in convertible foreign exchange were con- 
ducted, as in the previous year, with high liquidity (broad opportunities for ob- 
taining credit) on international foreign exchange markets. In this regard, the mar- 
ket situation in 1980 remained tense and unstable, with sharp fluctuations in foreign 
exchange policies, with U.S. money market interest rates reaching record levels and, 
as a consequence, a record rise in rates on the Eurodollar market as well (21 13/16 
to 21 15/16 annual percentage rate on 11 December 1980). In view of the conditions 
which developed on the foreign exchange markets, the bank conducted operations in 
convertible foreign exchange in the reporting year according to a conditional policy 
aimed, in particular, at ensuring the protection of bank ‘*unds and the profitability 
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of its operations as a whole. At the end of the year, the carry-over of all funds 
attracted in convertible foreign exchange was a sum equivalent to 2.7 billion trans- 
fer rubles, that is, 3.3 percent more than at the end of 1979. Funds in this foreign 
exchange were attracted and distributed on a reciprocal basis in operations both with 
IBEC member-nation banks and with Western banks. 
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Key: 
1. Dynamics of carry-over IBEC attracted funds in convertible foreign exchange, 
at the end of the year, in percent 


It should be noted that carry-over attracted and distributed bank funds in convert- 
ible foreign exchange reached a relatively high level in the mid-1970's, enabling the 
IBEC to alter slightly the direction of further activity in this area. In spite of 
high liquidity on Western foreign exchange markets, the primary direction was to inm- 
prove the structure of foreign exchange operations conducted by the bank in terms of 
the time periods involved. In this connection, given an overall increase in the size 
of bank operations to attract and distribute funds in convertible foreign exchange, 
the turnover of these operations dropped 18.5 percent in 1980. 


In the area of correspondent relations, the IBEC continued to support business ties 
with partner banks on the basis of mutual advantage. IBEC representatives, as in 
preceding years. held regular, mutually advantageous business meetings with repre- 
sentatives of banks in various countries, which was facilitated in particular by the 
fact that a la)'ge number of banks of a number of Western states have representatives 
in Moscow. 


The profit generated as a result of bank activity, which is not an end in itself for 
IBEC activity, is distributed among member-nations in the form of dividends and is 
used to supplement its reserve capital. In 1980, bank profit increased by 4.7 per- 
cent as compared with the preceding year, to 30.9 million transfer rubles. 
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TRADE WITH INDUSTRIALIZED COUNTRIES 


EXPORT MACHINERY, EQUIPMENT QUALITY SCORED 
Moscow TRUD in Russian 24 Jul 81 p 2 


[Article by Lenin Prize winner and USSR Deputy Minister of Foreign Trade N. Smelya- 
kov: "Demand Also Depends On Supply"] 


[Text] It has long been said about trade that it unites peoples and countries. And 

it has probably been noticed for just as long that trade -- and foreign trade in par- 
ticular -- develops successfully when a commodity can stand on its own, so to speak, 

and when one party wants to buy it as much as another wants to sell it. 


Remembering that the very closest and most direct bond exists between production 
achievements and trade successes, let's see how thing stands with exports of our 
machinery and equipment. The first thing we encounter is the high rate of growth in 
such exports, from 3.8 billion rubles in the Seventh Five-Year Plan to 23 billion in 
the 10th. More than 100 countries buy our products. I am pleased to note that some 
of those products are the equal of or are even superior to similar products being 
produced by our competitors -- the Niva passenger car, the IL-76 aircraft and MI-8 
helicopter, the Baltika ore carrier, cold-rolling pipe mills, a group of boring mach- 
ines, and others. tJ'e fact is that on the world machinery and equipment market we 
are encountering very, very serious competition, and we can come out on top only if, 
as L. I. Brezhnev stated at the 26th CPSU Congress, the level of product quality 
standards is the very highest. Further, "We cannot and must not agree to anything 
less than conformity to the best world and domestic models. We must accustom our- 
selves to this and must achieve a situation in which we resolutely discard every- 
thing obsolete, backward, everything whose value has been discounted by life itself." 
This is the only fair way to pose this problem. In spite of substantial successes, 
exporting machinery and equipment labeled "Made in USSR" leaves much to be desired. 
True, more than 100 countries buy our products. But Soviet machinesy and equipment 
accounts for only 4.4 percent of all exports by the developed capitalist countries. 
True, people are glad to buy the Niva. At the same time, a significant amount of 

our machinery and equipment is insufficiently competitive, not only in the capital- 
ist market, but also in socialist countries, where our goods encounter others sup- 
plied from capitalist countries. 


It is foremost a matter of our industry's sometimes lagging behind the rates of 
scientific and technical progress and, as a result, not being in a position to meet 
the demands of the foreign market. Here are several examples. 


39 





It is a fact that diesel engines are much more economical than gasoline-powered en- 
gines. Were 65 percent of our trucks and 20 percent of our passenger cars equipped 
with diesel engines, we could save 10 million tons of fuel a year. At the same 
time, this year only 19 percent of the trucks produced by our industry will be 
equipped with diesels, and passenger cars are still waiting their turn. For com- 
parison: in other countries, diesel trucks comprise 30-60 percent of the vehicle 
fleet. The proportion of passenger cars with diesel engines is rising constantly. 
Sad to say, domestic diesel engines (even the Badge of Quality model made by Yaro- 
slavl' Engine Plant) are seriously inferior to similar foreign models. 


The stretcher-straightener made by "Uralmash" weighs 2,800 tons. The exact same 
British or West German machine weighs 1,100 tons: two and a half times lighter! 
Why? Because instead of ally steel and forgings, we use cast steel. And finally 
grain combines. In recent years, the very latest domestic and foreign machines have 
been tested in various climatic zones of the country. The results were distressing 
to us: the foreign units were better in all basic indicators -- productivity, re- 
liability, combine operator working conditions, grain losses. 


Particular attention should be paid to the poor quality of ferrous metals used in 
machinery production. The mechanical strength of steel here is about 50 kg/mn2. 
That indicator is higher among our competitors -- 75 to 90 kg/mm, and a FRG auto- 
mobile company plans to increase the strength of its metal to 125 kg/mm2 in the near 
future. Its automobiles will consequently weigh much less and their economic effi- 
ciency will improve correspondingly. 


This unhapp; list could be continued, but now let's try to analyze the causes of 
this situation. Without pretending to make an exhaustive analysis, let me note 

that improper, unobjective evaluation of the technical level of the output produced 
by our industry is an important hindrance. Improper evaluation leads to mistaken 
conclusions which, in turn, are fraught with wrong decisions. What sort of unobjec- 
tive evaluation am I referring to? I could cite more than one enterprise, whole 
ministries, in fact, which overstate the technical level of their products in their 
reports. Sometimes the difference in evaluations of technical levels by foreign 
trade organizations and that represented in the reports is two- or three-fold. All 
is well until this output begins competing with similar items being produced abroad. 
The winner then is the one which has in fact achieved better quality. The extremely 
insignificant volumes of exports of our machine-building output to the developed ca- 
pitalist countries and so substantial a difference in evaluations of the technical 
level of domestic machinery and equipment should certainly have attracted great at- 
tention in the country's Gosplan and State Standards Committee and have alarmed them 
and aroused them to action. However, that has not happened. 


Further. We could substantially raise the level of domestic output were more exten- 
sive use to be made of accumulated world scientific and technical experience. We 
are currently purchasing and using entirely too few foreign licenses for design and 
production technology. Citing Japan as a very vivid example of the doubtless advan- 
tages of using licenses acquired from abroad has now become commonplace. And we, 
too, have positive experience in this area. Some 380 licenses were purchased for 
the VAZ automotive plant, and pressing their use saved time and moved things forward 
quickly. At the Bryansk plant, licenses were utilized for ship diesels, which not 
only solved the problem within the country, but enabled us to develop exports. But 
still, there is every basis for maintaining that, although our industry is gradually 
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acquiring more and more licenses, use of this very rich and valuable world exper- 
ience could be considerably greater. Last year, $64 million was spent for licenses. 
In 1979, the FRG acquired licenses worth $1.3 billion, Japan -- $1.2 billion, and 
the USA and the Netherlands -- $700 million. 


All this indicates that we are inclined to underestimate foreign experience. Here 

is a typical example of this attitude. Our industry has been trying to develop (un- 
successfully so far, alas) a 330 h.p. tractor for more than 10 years. At the same 
time, Caterpillar Company of America has been producing such machines for more than 
a quarter of a century, and Kamotsu Company of Japan exhibited this year a bulldozer 
based on a 1,000-h.p. tractor! It would seem there is something to learn from some- 
one else here, someone from whom to buy a license in order to master production and 
set it up quickly. In fact, that is exactly what automobile builders here -- refer- 
ring to that same VAZ automobile plant -- have done proving for the n-th time that 
the creative borrowing of another's experience in no way deprecates the value of a 
nation, but to the contrary, testifies to its wisdom. Since 1972, the Ministry of 
Foreign Trade has suggested that organizations concerned solve the problem of pro- 
ducing industrial tractors on the basis of licensing agreements with the leading com- 
panies in this field. However, it was decided to do this only this year. Talks are 
now underway, but the time lost cannot be regained and nine years lost will be on 

the conscience of those whose morbid pride and conceit have cost our state so dearly. 


Unfortunately, even the licenses acquired are often used extremely slowly. Ten years 
ago, a license to produce gas motor compressors for petroleum and gas industry was 
purchased for "Dvigatel' Revolyutsii" plant (Ministry of Machine Building for Heavy 
Industry Enterprises). That production has not been mastered yet. "Russkiy Dizel'" 
plant (same ministry) has been setting up the release of five models of so-called 
medium-rpm diesels for seven years (licenses acquired in 1973). In the intervening 
years, several dozen engines of just one model have been manufactured, whereas they 
should have been manufacturing several types, and many times more of them to boot. 


And the rapid practical use of scientific discoveries is a characteristic feature of 
our times. 


The servicing of machinery is of enormous importance in improving its ability to conm- 
pete. This problem has not yet been properly solved. 


At the same time, the most diverse countries, often thousands of kilometers apart, 
have large numbers of Soviet-produced machines today. More than four million auto- 
mobiles alone, for example, more than half a million tractors, nearly 40,000 exca- 
vators, and so on. The armada of machines a customer has is a dictator, not a piti- 
ful petitioner of spare parts. It is time our machine builders fix this rule firmly 
in their minds; it is, in fact, accepted in international practice. It is time we 
master the following principles of technical service -- the producer services; spare 
parts are supplied so long as a single machine is running; all customer orders are 
met first, in terms of products list, quantity and delivery schedules, even if spare 
parts must be taken off the main conveyor to do it. 


Service technology is a whole science, which our competitors have developed exten- 
sively. We should immediately create it as well, as the lack of it is costing the 
state dearly. 


Exports are often likened to the calling card of a country which supplies goods to 
other countries. It seems to me that exports are a record book in which grades are 
recorded by the mercilessly strict examiner that the world market is. 
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